FY 1998-99 GENERAL FUND

Revenues - $21,346,852

Property Tax 41.8%

Adnm inistrative 6.0%

Salls Tax 14.0%
Misce Bhneous 8.7%

Charges for Sences 6.7% Licenses and Perm it 2.0%

Inergove rnm enta120.8%

Where te Money Comes From

Expenditures - $21,346,852

Education 0.2%
GenerallGowernm ent 20.0%

Mass Transit 0.7%
Environm entalProtction 7.9% Publc Safety 36.4%
DebtSnvce 3.7%

Cubure & Recreation 10.3%

Com m unity & Econom ic Deve bpm ent4.5%
Transportation 16.3%

Where te Money Goes To

Incbides GenerallFund and GenerallFund CapitalReserne Fund Less Inerfund Trans®rs
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CITY OF SALISBURY, NORTH CARO LINA

BUDGET SUMM ARY
For te Year Ending Jdune 30, 1999

Genera ¥Spe ciallRevenue Funds

Entrprise Funds

General Genera IFund Entithment Wakr/Swer
Fund CapitalResene Fund Wakr/Swer CapitaResens Trarsit Total
Estim akd Fund Ba Bnce/
Retained Earnings 6/30A8 $ 4,000,000 $ 620,000 $ - $ 23,400,000 $ 345,000 $ (1,190,449) 27,174,551
Budgetd Revenues & Oter Financing Sources:
Taxes $ 11,892,079 $H - $ - $ - $ - $ - $11,892,079
Licenses and Perm i 438,504 - - - - - 438,504
Inergovernm entall 4,435,957 - 410,000 - - 192,476 5,038,433
Charges for Senvces 1,434,791 - - 13,114,033 15,000 86,900 14,650,724
Misce Bneous 1,542,425 28,091 125,950 592,799 - 10,200 2,299,465
Adm inistrative 1,299,875 - - - - - 1,299,875
Trans®rs Fron Oter Funds - 906,880 - - 245,920 160,282 1,313,082
TotaBAvai kb B Resources $ 21,043,631 $ 934,971 $ 535950 P 13,706,832 $ 260,920 $ 449,858  $536,932,162
Expenditures:
GeneraliGovernm ent $ 4,101,293 $ 173901 $ - $ - $ - $ - $ 4,275,194
Pub k Safety 7,606,428 169,400 - - - - 7,775,828
Transportation 3,019,852 450,400 - - - - 3,470,252
Environm entalProk ction 1,495,205 191,800 - - - - 1,687,005
Culure and Recreation 1,980,433 210,000 - - - - 2,190,433
Com m unity & Econom ic
Deve bpment 947,454 14,600 535,950 - - - 1,498,004
Education 42,342 - - - - - 42,342
Wakré Sewer - - - 9,897,113 246,300 - 10,143,413
Mass Transit - - - - - 449,858 449,858
DebtSendce:
Principal 533,126 - - 1,884,305 - - 2,417,431
Inkrest 250,336 - - 1,679,494 - - 1,929,830
Trans®rs © oter funds 1,067,162 - - 245,920 - - 1,313,082
Tota EExpenditures $ 21,043,631 $ 1,210,101 $ 535950 P 13,706,832 $ 246,300 $ 449,858 $37,192,672
Budgetd Increase (Decrease)
in Fund Ba lnce $ - $ (275130) B - $ - $ 14,620 $ - $ (260,510)
FuBAccrualAdjustent: !
Budgetd Capita 10 uthy - - - 759,000 246,300 (16,974) 988,326
Budgetd Contributd Capitall - - - - - 16,974 16,974
Budgtd DebtPrincipall - - - 1,685,506 - - 1,685,506
Estim atd Depreciation - - - (1,830,000) - (87,000) (1,917,000)
Estim akd Fund Ba hnce/
Retained Earnings 6/3049 $ 4,000,000 $ 344870 $ - $ 24014506 $ 605920 $ (1,277,449) $27,687,847

! See exp Bnation on page 2-4

As of dune 30, 1998, te City estim aks an undesignatd and unresened GenerallFund balknce of 92,200,000.
This baknce is 10.2% oftie Genera BFund operating budget, which is in excess oftie 10% required by te
City T Resene Pollcy as exp Rined on page 2-4 oftis docum ent

The deficit fund bahknce in Mass Transitis due 0 te City not funding depreciation. Mass Transitis funded

on a cash hasis instad of fu Maccrual
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In FY1997-98, fund baknce for GeneralFund decreased due © capitalpropct carryforwards. As shown in
section 4 of the BudgetOrdinance on page 13-3, unearned portions of contract atte end ofa fiscallyear will
be added to tie app Bcab B appropriation in te fobwing fiscallyear. This appropriation reduces fund baknce.

SUMMARY OF INTERFUND TRANSFERS
For te Year Ending Jine 30, 1999

TO0
GenerallFund  Watré Sewer
FUND CapitalResene CapitalResene Transit TOTALOUT
E General $ 906,880 - $ 160,282 $ 1,067,162
R
'a Wakré Sewer - $ 245,920 - 245,920
TOTALIN $ 906,880 $ 245,920 $ 160,282 $ 1,313,082

GENERA L FUND REMENUE STRUCTURE

The City's GeneraBFund has five m ajor sources of revenues: taxes, Bcenses and perm i, inkrgovernmental
rexenue, charges for services, adm inistrative rexenue, and misce Bhneous rexenue. Taxes are com posed of
property, salls, and dog taxes. Licenses and perm it are com posed of privilBge Bcenses and cab B & B\ision
franchise Tees. Inergovernmentall renenues are composed of grant, stak-shared revenues, and
reim bursement. Charges for senvices are com posed of user fees and reim bursed charges. Adm inistrative
rexenue represent te Watr and Sewer Fund contribution © te operations of te Generall Fund.
Misce Bneous revenues are com posed ofintrestrevenue, salls, and rexenues notalbcatd e Bewhere.

Iltwoull appear tat with tese various revenue sources, tie generation of rexenue © meet service el
expenditure requirement wou ll be asimpl task. This, however, is notte case.

Revenues avaibb B t© finance our bcallgovernment can be charactrized as eiter e bstic" or "ine bstic."”
E Bstic renenues are high b responsive t changes in tie econom ic base and inflhtion. As tie econom ic base
expands or inflktion goes up, e bstic rexenues rise in rough ¥ proportionallor greatr am ount. Likewise, tey
go down during tim es ofdefhtion and recession. For exam p B, salls tax rexenue, tough te tax rak rem ains
te same, increases during beter econom ic periods due @ te increase in retaiBbusiness and declnes during
poor times. Yiels from ine bstic rexenue sources, such as user fees and charges, are som ewh atunresponsive
t changes in econom ic conditions and require tatgowernmentofficiall change fes and charges o obtain a
change in rexenue.

MostCity rexenue sources are ine bstic. Two oftie few remaining e bstic rexenues tie City has are salls tax
rexenue and privi Bge Beenses.
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Senerallrenenue types such as Powe MBIl intangib Bs taxes, salls taxes, and 80% retaillrs® and whoBsalrs®
imentory reim bursem ent are distributd witiin Rowan County based on eiter populktion or tax bw. As
Rowan County has raised tieir tax Bwy o\er te pastse\erallyears, our percentage of those revenues based on
tax bw has decreased. Additiona W, increased popu ktion in Rowan County and ot er County m unicipa kies
has decreased Sallsbury's share of those revenues based on popu hktions. Witout te annexations or oter
major growt witin te City Imit, te City wiBcontinue © receive asm allr share of e totallrexenue pool
gach year.

City rexenues allo face anotier Imitation sbe Stak tam pering with stat-shared renenues and reim bursem ent.
During te pastsewen years, e Stak has e Iminatd property tax on retaill whoBlsal, and m anufacturers®
inventories. They ten plced a cap on income 1 m unicipa lties from intangib } taxes, uti My franchise taxes,
and inentory reim bursem ent. This cap on uti iy franch ise taxes expired in FY1994-95 showe\er, growt has
been minim allw it outannexation. Intangib b taxes has been repealld by tie GeneraBlAssemb ¥ and rep heed
wit an annualappropriation. Boti te intangib B tax and inventory reim bursem ent are subpctannual © te
whims oftie Genera BAssem b ¥ for funding.

The City directh controll onl¥ property taxes, user fees and charges, privi Bge Bcenses, and te Wakr and
Sewer Fund contribution. These four rexenues are tie onl ones tatCity Councilcan increase or decrease at
w il During FY1997-98, tese four sources in te Genera IFund accountd for 54% oftie totallrenenue. The
City kcks contro Boner alot er renenues.

Property taxes may be adjustd in two ways. The tax rak can be eitier changed, and/or te assessed valie of
tie property can be raised or bwered. Each year, City Councillset te property tax rat as partof adopting
te annualbudgetordinance.

User fes and charges for som e services hawe been estab Ished 1o reim burse te City for alor partofte cost
for tatservice. City Councillhas abso e controBover bot servces for which © Bw a fee and te am ount
ofte fee.

Privi Bge Bcenses are controlld bot by te Stak and City Council A city may Bbw a privilge Bcense on
certain types ofbusinesses and professions as estab Ished by Stat Statuts. The Stk allo set a maxim um
rat for some businesses and professions. Mostbusinesses, howewer, do nothaw amaximum HBcense rak or
an ount City Councillhas te aut ority o seta Bcense rak and/or am ountfor tese businesses.

Adm inistrative rexenue is e Watkr and Sewer Fund’s contribution © te operations oftie Genera lFund. It
represent te Watr and Sewer Fund's share of expenses incurred in te GeneralFund for such tings as
wakr and sewer bilng, financialladm inistration, flet m anagem ent, purchasing, personne Badm inistration,
Bgall and generallm anagem ent services. The funding of the contribution is a com ponent of tie watr and
sewer raks sethy City Councilland shou B notexceed te actuallcost incurred in te GeneralFund for te
Watr and Sewer Fund's operations.

Insumm ary, m ostCity renenues can be charactrized as ine Bstic wit no City control The City controll on ¥
property taxes, user fees and charges, privi Bge Bcenses, and adm inistrative rexenue.

REMENUE ASSUM PTIONS FOR FY1998-99

GenerallFund Re\enue
Taxes:
Property Taxes - Reallproperty is estimakd © increase by 2.75%, personalproperty by 5%, and
pub lc service property 3% over te 1997 assessed valies. This estimatd growt for realproperty
and publlc service property is based on historical trend analsis com bined wit new construction
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estimaks. The propctd growt in personalproperty is based on historicaltrend anabsis. A 3.4%
unco lctib B rat was used.

Prior Year Property Taxes - Based on historicaltrends adjustd by te size oftie 1997 property tax
receivab B balince progpced as ofdune 30, 1998.

Intreston De InquentTaxes - Based on historica Itrends.

Locall Option Salls Tax - Based on estimats provded by te Nort Carolha League of
Municipalties and Bstyear's salls data.

Ot er Taxes - Based on historica lrends.

Licenses and Perm its:
PriviBge Licenses - Based on a progction of alcurrentd Bcensed business in Sallsbury atte current
Icense rats.
Franaiises - Based on historicaltrends for receipt from te cab B & Bvision com pany (see graph on
page 1-8).

Intergovernmental
Federall- Based on anticipatd and existing grant. The City wiBreceive a grantto he b © design a
rep lhcem entbridge.
Stak - Based on FY1997-98 stak shared receipts plis anticipatd stak grant. As mentioned in te
previous section, tie City receives funding from te Stak for intangib B taxes, utilty franchise taxes,
and innentory reim bursements. The City allo receines funding for street m ainenance trough te
Pow e MBi BFund, which is albcatd based on popu ktion and city-m aintained streetm i Bage. No new
m ajor grant from te Stak are anticipatd.
Locall- Based on historicalltrends and anticipatd grant (see graph on page 1-8).

Ch arges for Services:
Supportive Court Srwvces - Based on historica ltrends.
Com m unity Services - Based on historicaltrends for fes re lting © deve bpm entand zoning.
Environm entaIProtection - Based prim ari ¥ on existing user charges for recyclng and hndfi Btipping
fees and a new fee for wast colction cost
Culure and Recreation - Based on progctd activities, participation, and fee e .
Pub Ic Safety - Based on historicaltrends (see graph on page 1-8).

M isce lhneous:
IntrestEarned on Investment - Based on estim atd cash bahnces during FY1998-99 and estim atd
inerestrats.
Insurance Proceeds - Based on historica ltrends.
Rentall and Sall of Property - Based on historicaltrends (see graph on page 1-9).
Oter - Based on historicaltrends (see graph on page 1-9) and estim akd rexenue from annexation
based on a favorab ¥ rullng from te appeallofa Bwsuitfilld by a group of citizens.

Adm inistrative:
Interfund Rewenues - Based on estimatd expenditures for servces promvded by Generall Fund
departm ent tatare reim bursed by te Watr and Sewer Fund. These expenditures are asum ofte
estim ated percentage oftime each GeneralFund departm entexpends on behalFoftie Watkr and Sewer
Utily times te departn entallbudget This transfer am ountis caku kted annua .

GenerallFund CapitaBReser\e Fund Rewenue
M isce Bhneous:
IntrestEarned on Investment - Based on estim atd cash bahnces during FY1998-99 and estim atd
inkrestrats.
Ot er - Based on historicaltrends.

Ot er Hnancing Sources:



Operating Transfer from General Fund - Funding based on \ehick and com putr rephcement
schedulls tatte GeneralFund wilp bee in resene for future \ehicl and com putr purch ases.
W atr and Sewer Fund Revenue
O perating Re\enues:
Charges for Services - Based on estim aks using historicallvo lim es, trends, and revmsed raks based on
a com prehensive rake revew com pbed in March 1998.

Nonoperating Revenues:
IntrestEarned on Investment - Based on estim atd cash bahnces during FY1998-99 and estim atd
inerestrats.
M isce Bneous Rewenues - Based on historica lrends.

W ater and Sewer CapitalReser\e Fund Rewenue
M isce Bhneous:
IntrestEarned on Investment - Based on estim atd cash bahnces during FY1998-99 and estim atd
inkrestrats.

Ot er Hnancing Sources:
Operating Transfer from Watr and Swer Fund - Funding based on \ehick and com pukr
repbcementschedulls tatte Watr and Sewer Fund wiBMphce in resene for future \ehick and
com pukr purch ases.

TransitFund Revenue
O perating Re\enues:
Ch arges for Services - Based on estim ates using historicalridersh ip and trends.

Nonoperating Re\enues:
Intergovernm ental- Based on estim aks provided by tie Stat of Nortt Caro Ina.
M isce Bneous Rewenues - Based on historica lrends.

Ot er Hnancing Sources:
Contributed Capital- The am ountoffunds o be proMded for purchase of capitalliems.

O perating Transfer from GenerallFund - The am ountofsubsidy tatte Genera IFund w i Mprovide
te Transit Fund during FY1998-99.

Entitiment(H UD) Fund Rewenue
Intergovernmental
Federall- Based on an estim at provided by te U.S. Departm entofH ousing and Urban De\e bpment

M isce Bhneous:
IntrestEarned on Investment - Based on estim atd cash bahnces during FY1998-99 and estim atd
inkrestrats.
Ot er - Based on historicaltrends.

TREND MONITORING

As notd prevous ¥, many rexenues are budgetd based on historicaltrends. Trend m onitoring is an essental
e Bmentin te budgeting process for tie City of Salsbury. Re\enue inform ation by Ene iem is avaibb } for
te current fiscallyear abng wit actuallrenenues for tie past wo fiscalyears. This inform ation is ten
evaliakd based on pasttrends in conpunction wit currentestim ats.



Atte end ofeach fiscallyear, trend inform ation is gatered by using Fnancial Trend Monitoring Sysem ,
which albws te City o monitor it financialcondition. The FnancialTrend Monitoring Sys€m is based on
financiall organizationall and environmentall factors tat infllence financiall condition. The factors are
trans kkd int indicators, which ten are comertd intb graphs. Each graph has a warning sign tat can
necessitak appropriak action from tie City. Bebw is anexanpl ofa trend te City monitors. As shown,
te City has experienced a flictuation in property tax rexenues in te past Bw years. The negative im pact
resulling from te Stak e Im inating inventories from taxation is graphica ¥ representd.

Indicator #6 - Froperty Tax Revenues
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OTH ER REMENUE TRENDS

Folbwing are graphs depicting m ajor rexenue sources tatare based on historicaltrends.

Each graph has a

briefdescription of t atparticu kr rexenue source abng wit an analsis oftie trends.
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